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Attachment 4.19B 

Methods and Standards 

For Establishing 

Payment rates, 

Service 12 a., 

Outpatient Drug Services 


MONTANA 


Reimbursement for drugs shall not exceedthe lowest of 

1. The Estimated Acquisition Cost (EAC) of the drug plus a dispensing fee, or; 
2. The Federal Upper Limit (FUL), Maximum Allowable Cost (MAC) of the drug, in the case ofmulti

source (generic), plus a dispensing fee, or; 
3. The provider'susualand customary charge of the drugtothe general public. 

Exception: The FUL or MAC limitation shall not apply in a case where a physician certifies in hisher own 
handwriting the specific brand is medically necessaryfor a particular recipient. An example of an 
acceptable certification is the handwritten notation "BrandNecessary" or "Brand Required." A check off 
box on a form or rubber stamp is not acceptable. 

Exception: For outpatient drugs provided to medicaid recipients in state institutions, reimbursement will conform to 
the state contract for pharmacy services;or for institutions notparticipating in the state contract for 
pharmacy services, reimbursement will be the actual cost ofthe drug and dispensingfee. In either case, 
reimbursement will notexceed, in the aggregate,the EAC or the MAC plus the dispensing fee. 

The EAC is established by the state agency using the Federal definition of EAC as aguideline: that is, "Estimated 
Acquisition Cost" means the state agency's best estimate of what price providersgenerally pay for a particular drug. 

The EAC, which includessingle source, brand necessary anddrugs other than multi-source, is established usingthe 
following methodology: 

--=. 	 The Direct Price (DP), the price charged by manufacturers to retailers, willbe paid unless the DP is not available 
to providers in the state. I f  no DP is available, drugs paid by their Average WholesalePrice (AWP) willbe paid 
at AWP less 10%. I f  the state agency determines that acquisition costis lower thaneither the available DP or 
AWP less lo%, then the state agency may setan allowable acquisitioncost based on data provided bythe drug 
pricing filecontractor. 

The MAC for multiplesource drugs will not exceed the total ofthe dispensing fee established by the Department and an 
amount that is equal to 150 percent of the price established under the methodologyset forth in 42 CFR 447.331 and 
447.332 for the least costlytherapeutic equivalent. 

A variable dispensing fee willbe established bythe state agency, by using theresults of a cost survey of pharmacy's 
operational costs. A pharmacy may be assigned an enhanced dispensing fee tocover the additional costs associated with 
packaging “unit dose" prescriptions. 

Provider dispensing fee(s)are available on-line in the Medicaid Management Information system("IS) provider file 
and in the Medicaid Prescription Drug Card System (PDCS) provider plan file. 
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